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1.Outcome of social and economic analysis composed at first stage of CEP GEF

Nearly all states of Caspian coastal region (except Iran) shared the same condition in the second half of the 90s when Soviet system underwent destruction and they gradually passed into the market economies. Tempo and effectiveness of carried reforms reflected in result of different degrees and caused differences in degrees of social and economic development of Caspian coastal states.
Azerbaijan was in more difficult position than other states of the region. Military aggression by Armenia, occupation of 20% of the republic (Nagorno Karabakh and adjacent 7 administrative regions) flow of more than 1 million refugees and IDPs, more than 200 000 of them being from Armenia caused irreparable harm to economy and environment of the country. The situation resulted in abrupt lessening in degree of welfare of population in the republic.

Macroeconomic condition of reformation of the economy, legal base of their realization and totality of factors suppressing result of carried out measures found their reflection in social and economic analysis presented earlier and composed in the first phase of  CEP GEF. Allocation of little area and weak knowledge about problems of social and economic development of Caspian coastal regions are noticeable drawbacks of this survey in all the positive sides of such general economic analysis of development of Azerbaijan. Despite that the report deals with direct analysis of social and economic condition of Caspian coastal regions, 1/3 of the whole report, i.e. about 8 pages allocated to those problems. Solution of existing problems do not have analytical summary in the review. Such condition, naturally, complicates comparative confrontation of social and economic changes of Caspian coastal regions took place in recent years.

Noticeable positive improvements in the social life of the republic causes to accent attention on territorial differences in social and economic development of administrative and territorial entities in Caspian coastal regions. 
2.Macroeconomic development of development of the country

Caspian region underwent important changes recent years which are related with natural regularity of transformation of nature and growing of anthropogenic activity. Rich resources of the Caspian Sea (mainly oil and gas and fish) and new chances of their implementation actualize problems of optimization of development of different economies and protection of natural environment. If to take into consideration the fact that five states on Caspian coast have dissenting views on problems’ solution because of their national interests, it is clear that conclusion of consensus between them is the main condition of stable development of all Caspian coastal region. Despite of intergovernmental meetings and negotiations on different issues of Caspian coastal region each of Caspian coast states still wants to realize independent strategy on developing of natural resources and development of coastal regions. Framework Convention on protection of the environment of the Caspian Sea, that enter into force in August 2006. 
Thorough changes in social and economic development of Azerbaijan are related with consequences of exploitation of Caspian oil and gas fields. Intensive growing of marine oil extraction, opening and exploitation of perspective fields in Azerbaijan sector of the Caspian Sea, promoted foreign investors increase their interests towards Azerbaijan. Investment into the economy of the republic comprised $4.5 billion in 2005, and it is planned to increase by $ 6 billion till the end of 2006, $2 billion of them will be made by internal investments. Growing flow of investments positively reflected in macro economical condition of the republic and generally improve.

Size of GDP in Azerbaijan was constantly growing during recent five years. In comparison with previous year the amount of growth comprised 39% in 2005. The same process continued in the first half of 2006 (36.3% of growth) Azerbaijan produced $1.32 billion  or 41.1% more in comparison with the analogous period of past year. Despite of growth in oil and gas sphere tempos of GDP growth in the first half of 2006 comprised 10%. 64% of produced goods shared by mining and 30.7% by processing spheres. For the first half of 2006 amount of GDP per person increased by 34.7% and comprised $ 963.
Change of GDP size on a citizen is one of the main indexes, reflecting tendency of growth of human development index. In correspondence with used classification used by UNDP, on results of 2003 (under GDP of $879.7 on a citizen) Azerbaijan was included into the list of states with average index of human development (0.500-0.799). During 2000-2003 this index in the republic rose from 0.746 to 0.767. Taking into consideration the fact that size of GDP on a citizen during last 2 years increased by $80 , rating of the country on given index importantly improved as well.  

Production in oil sector in comparison with January and June in 2005 comprised 49.5% and it shared 74.2% of general industrial production of the country. AMOCO the largest oil company in Azerbaijan exported in 2005 raw oil in the amount of $4.8 billion. Share of Azerbaijan comprised $1.5 billion. Tempos of the development of industrial production at the end of 2006, according to the prognosis of the government, should be higher. Industrial production growth, particularly in accordance with the summary of 2006, is expected to be in the amount of 46.7%.
State Oil Company of Azerbaijan Republic (SOCAR)  accumulates governmental profits of Azerbaijan from oil and gas contracts since 2000. Assets of SOCAR for the first half of 2006 rose by $1.579 billion. About 80% of financial means are put up in securities to provide protection of SOCAR means from possible financial means, and the rest of them are put up in the international bank. $30 will come into the Fund till the end of 2006 for start of gas mining in large condensate gas fields in Shahdeniz. The assets of SOCAR with the reserves of the National Bank form strategic currencies of Azerbaijan that comprise $3 billion.

Despite growth of oil profits their weight in the structure of general profits in the budget of the republic decreased from 52% in 2000 to 34% in 2005. Weight of raw oil and oil products in general volume of profits from production export remained high in 2005 (more than 76%). 
Improvement of the economic condition reflected in welfare of the population of the republic. In the first half of 2006 growth of population’s profit comprised $1.07 billion that is 19.6% more in comparison with the same period of past year. Each resident of the republic shared $652 of the profits ( 18.3% of growth). The evidence of improvement of people prosperity is that sum of people deposits in the banks of the country for the first half of 2006 grew by 36.8% in comparison with the analogue period of previous year and comprised $660,2  for July 1 of 2006.  

Growth in profitable part of the budget of the republic stimulated growth of monthly average salary of the workers engaged in different spheres of the economy. The average monthly salary in Azerbaijan in 1999 comprised less than $44  and raised to $98  according to summaries of 2004. In the first half of 2006 this amount comprised $177.7  that is 20.7% more in comparison with the analogous period of past year and by 22.3% higher for January-July of 2004.

According to State Committee of Statistics higher salary is shared by the specialists engaged in mining industry, construction and financial sectors, in the sphere of consumer cervices and renting. Particularly in accounting period in AR monthly salary comprised $262 in industrial sector, $636 in mining sphere and $358 for citizens of Azerbaijan. Monthly average salary in oil industry for January-February in 2006 comprised $604 and salary of citizens of Azerbaijan comprised $360. This index is $138 for procession sector and -$423 for the sphere of construction.
Struggle with poverty still remains important problem in social and economic development of the country. Poverty extension differs in the territories. Far from Baku. In  the depth of the country the problem gets sharper. Statistic data of the World Bank shows that weight of population of the republic living lower the degree of poverty decreased from 68.1% in 1996 to 49% in 2003 during past decade. According to the data given by the State Committee of Statistic this index lessened till 29%.       

Though positive achievements in social sphere there still exist some problems appearance of which is related with results of military aggression by Armenia and further occupation of 20% of the territories of Azerbaijan. Wide number (about million people) of refugees in Azerbaijan and IDPs from Nagorno Karabakh and Armenia cause annual allocation of financial means for their support. It is satisfactory to say that most of financial means from those gathered in SOCAR are allocated for refugees’ needs. Despite that range of poverty among the refugees is twice more than the average index for the republic and comprises 63%. All this find its reflection in average health indicators of population of the republic. 
Gradual economic development in the republic stimulated successful realization of special programs of social and economic development of the country adopted by the decree of the President of the country. Among number of programs the most important ones, according to our opinion, are: 

· State Program on lessening of poverty and economic development, worked in 2002 together with World Bank
· State Program on social and economic development of the regions for 2004-2008

· State Program on Development of Fuel Energy complex of Azerbaijan for 2005-2015
· Program on measurements on acceleration of social and economic development of Baku settlements

Noticeable positive achievements in social and economic development of country witness successive realization of those programs. In working out Program on complex development of tourism for 2007-2016, when main attention is paid to development of tourist and recreation economy in coastal regions of the Caspian Sea, can be considered important.
Issues on development of oil sector of the economy are also under attention. For example, Azerbaijan Investment Company was created under the order of the President of Azerbaijan on March, 30, 2006 aiming stimulation of investments for development of oil sector and renovation of material and technological base functioning in this sphere of institutions. Such strategy for development of the economy will create a suitable condition for balanced development of all the spheres with maximum attraction of insufficiently used natural-resource potential of the country.

The structure of foreign investment also plays important role in the development of country’s economy. Under domination of oil sector attraction other spheres still remains inefficiently demanded for foreign investors.

The structure of foreign investments also plays important role in development of country’s economy. Other sectors are considered to be insufficiently claimed for foreign investors under domination of oil sector. Additional means in the amount of about 50% of all sum of investments should be attracted into the oil sector under foreign investment into oil economy. This sum hesitates between 22-25% in conditions of Azerbaijan. Constructive measures should be made (in legislation, tax policy, etc.) for stimulation of foreign investment flow in oil sector of the republic.

Rating of the country evaluated by international rating organizations play important role for attraction of potential investors in social and economic development of the republic and degree of its attractiveness. Ratings of the countries wholly reflect capacity of a state to implement dept obligations in foreign and national currencies. Degree of political risks, structure of the economy and degree of profits, perspective of the economic growth, realizing tax-budget and money-credit policy, debts of the government and degree of foreign dept are also taking into consideration in process of rating giving.

At early 2006 the International Rating Agency Fitch Ratings confirmed default rating of Azerbaijan in international and national currencies in “BB” degree, thus considered to be “stable”. it is evident that rating indexes of Azerbaijan will improve soon. This fact is related with:

· General tendency of country’s economical growth
· Moderate index of factors of governmental and foreign debts (share of state debt is evaluated as 15% of GDP, that is quite lesser than average index for this rating)
· Further development of oil industry

Awarded ratings give opportunity to international companies to create definite idea about the economy and financial sector and to adopt decisions about regulation of cooperation and scales of supposed investment. In addition, rating allows Azerbaijan companies to exit into international financial market and create business contacts with international organisations. Rating also gives an opportunity to government of the country to issue bonds and distribute them in the international market.

2.1 Structure of foreign trade
Volume of foreign trade circulation reached 5 billion dollars in the first half of 2006. In comparison with the analogous period of past year volume of foreign trade circulation grew by 47.9%, export by 2.2 times and import by 0.9 times.

According to state custom committee the volume of export comprised $2 924 059.1 thousand  and that of import $2 117 639.5 thousand. 13 524.9 tons of good in the amount of $22 673.7 thousand  imported into the country in the form of humanitarian aid. 56.62% in the structure of the export belonged to raw oil, 26.76% to oil products, 3.49% to production of chemical industry, 2.23% to fruits and vegetables, 1.19% to aluminum and products made of it, 0.83% to ferrous metal and goods made of it, 1.03% to vegetable and animal oils, 0.41% to tobacco and tobacco goods, 0.2 % to alcohol and non-alcohol drinks and rest to other products. 31.29% of goods in the structure of import belonged to machines and electric apparatus, electrotechnical equipment and spare parts, 11.67% to gas like hydrocarbons, 9.57% to black metal and goods made of it, 8.92% to food production, 8.66% to transport and spare parts, 1.44% to goods of national consumption, 1.36% to wood and wares made of it, 1.06% to pharmaceutical goods and 0.61% to furniture. We should point that 2856 legal and 4090 physical entities engaged in foreign trade for financial year. State sector in export operations shared 1 846 147.9 thousand dollars, private sector 1 038 520.8 thousand dollars. State sector in import operations shared 1 367 908.7 thousand dollars and physical entities 133 348.7 thousand dollars.

2.2 Transportation
20.2 million tons of load was carried on Azerbaijan part of Europe-Caucasus-Asia transport corridor in the first half of 2006, that is 11% more in comparison with corresponding period of past year. According to State Committee of Statistics of the Republic the volume of load transportation on the mentioned corridor comprised 37.3% of all load transportation of the country, 58.5% of load was transported by railway, 26.7% by car and 14.8% by marine transport. Volume of transported transit load through the territory of the country comprised 5 million tons, 20.6% of loads realized by railway and 85.3% by marine transport. Railway shared 20.6% and marine transport shared 85/3% of transit load carriage. Load and passenger carriage brought the profit of $80.7 million that is 1.7% more than corresponding period of past year. 62.2% of them shared by railway, 19.3% by marine and 18.5% by car transport.

For comparison, general volume of foreign transportation on “North-South” corridor comprised 5.7 million tons in 2004.

Construction of 200 km many rowed Resht-Astara highway will have been completed in the spring of 2007, and construction of Resht-Gazvin highway will be completed in two years. Exploitation of those transportation objects will simplify and quicken car load transportations between Iran and countries of the region.

2.3 Development of port economy
Complex of measures on reconstruction of Caspian ports is carried out thanks to realization of TRACECA project on mentioned route and aim of that measures is growth of passing capasity of the ports and modernization of all logistical system. In the result of foreign investments into reorganization of works of port economies of Baku, Aktau and Turkmenbashy the volume of transit transportations in the region importantly increased. Particularly, volume of load circulation of Baku port increased by 22% during recent three years and comprised 14 million tons. This index correspondingly increased in ports Aktau and Turkmenbashy.     
In order to get benefits from the realization of scaled international projects realized in Caspian region, Russia and Iran try to attract of other countries’ interests to the route of “North-South” project. Complex of measures on development of the economy in coastal regions are carried out in this direction. Particularly, a new port Olya is functioning on Russian coast, large oil terminal is functioning in Makhachkala, oil terminal in Neka and oil pipeline Neka-Tehran in Iran. In order to increase load circulation Iran does it best to create free economic zones (Anzali, Astara, etc.) on coastal regions of the Caspian.
Growth of load transportations  naturally creates necessity to perfect the system of service and repair of the vessel. 4 vessel repairing plants functioning in Azerbaijan located within the border of Baku bay, can not thoroughly supply the scales of necessary works on repair of vessels, tankers and sailing platforms now. Only tanker fleet of Azerbaijan counts 40 tankers majority of which have displacement of 7 thousand tons. Only tanker fleet of Azerbaijan counts about 40 tankers, majority of which has tonnage about 7 thousand tons. 
Exploitation of Baku-Tbilisi-Ceyhan oil pipeline first of all determines growth of tanker transportation of oil in the aquatory of the Caspian Sea. Today’s tanker park does not let satisfy all need in oil transportation. 4 oil-loading tankers with displacement of 13 thousand tons each, are constructed under order of Azerbaijan in recent years in vessel building plant “Krasnoye Sormovo” in Nijniy Novogorod (Russia). In addition, PU “Azneft” prepared technical task on construction of 10 new vessels of different type for company’s needs. This work is carried out in the frames of State Program on Development of Fuel and Energetic Complex of Azerbaijan during 2005-2015. Negotiations with series of foreign companies are carried out on mentioned issue.
Expected growth of marine transportations of Kazakhstan oil in the direction of Azerbaijan coast creates problems on confrontation of interests of foreign companies and Caspian coast states. Particularly, western exploitators of Kazakhstan fields try to move forward the issue of exploitation of tankers with displacement of 60 thousand tons. Despite economical profits of their exploitation ecological risks in the region increase. Exploitation of those, tankers creates necessity to construct new oil terminal on Azerbaijan coast. French company Total spoke on behalf of north Caspian oil producers and tries to own one of the units in south coast of Absheron peninsula (Pirsaat, Shurabad or island Bullah). Creation of such terminal is possible but exploitation of tankers with displacement of 13 thousand tons does not meet economic interests of Azerbaijan and may increases the risk of ecological security of the region. 
New vessel construction plant is supposed to be built on the base of functioning vessel repairing plants. A foreign company is expected to be attracted with this purpose. First stage of plant exploitation plans to build tanker with displacement of no less than 13 thousand tons. Possibly, produced tankers will be demanded by other Caspian coast states.
From the point of view of regional development chose of place of new vessel construction carries out some importance. Taking into consideration all sum of factors that place is to be chosen away the boards of Baku bay. Such approach comes forward under necessity of decentralization of industrial production in Baku on one hand and importance of solution of issues on lessening technogenic influence on the city and improvement of ecological situation in Baku bay on the other hand.  
Today oil tankers moor in north-east coast of Apsheron peninsula in Dubendi Port. It is evident that delivery of Kazakhstan oil from Aktau port will rise till the end of 2006. Volume of transit oil transportation by sea in current year is forecasted in the level of 14 million tons. 

Solution of definite engineer and technical issues are to be settled for thorough usage of new oil tankers with displacement of 13 thousand tons. Particularly ports of Kazakhstan and Iran suffer difficulties with mooring of such tankers for insufficient deepness of their bottom. Solution of those problems will create condition for exploitation of new tankers having double sides, that favors ecological security of their exploitation. Works on construction of double sides for the rest part of tankers and vessels of Azerbaijan will be completed in near 2 years. This proves particular interest of Azerbaijan government in special attention on security supply of tankers’ exploitation in the Caspian Sea.
2.4 Fish resources and international agreements
Representatives of UNO Program on Environment (UNOPE) Framework Convention on Protection of Sea Environment of the Caspian Sea obligating Azerbaijan, Iran, Kazakhstan, Russia and Turkmenistan to struggle against pollution of Caspian and clever usage of its resources entered into force on August 12, 2006. According to document known as Tehran Convention Caspian coastal states have to unite their powers to restore natural environment of the Caspian Sea and guarantee its ecological security. Extending scales of assimilation of hydrocarbon resources of the Caspian Sea cause extreme vulnerability of natural environment. Restoration of regulated fishing and lessening of industrial pips in the Caspian will improve welfare of millions of people living in this nice region.
About 20 millions of baby fishes were released in the result of works carried out on Azerbaijan coast in the result of carried out works on artificial growth of sturgeon in the last year.

Struggle against poaching carries out special importance for supply of full reproduction of such rare and valuable sorts of fish, such as sturgeon together with their reproduction (generally, reproduction of baby fishes). It is pity that scales of poaching in most of Caspian coast states do not lessen. This results in general lessening of fishing, particularly that of sturgeon. Thus quota of CITES allotted to each of Caspian coast countries was decreased. For example, quota on catching of sturgeon for Azerbaijan decreased from 109 tons (2003) till 92  tons (2006). Decision of CITES about quotas on caviar export in 2006 for all Caspian coast states (except Iran) may be considered unexampled-prohibition of caviar export.    
3. Coastal regions of Azerbaijan

We can find many definitions of the notion “coastal regions” in literature. Those definitions reflect difference of methodologies determining their boards. From our point of view the following principles of delimitation are the most successful approach for determination of regional lines bordering with the Caspian sea.

1. Contours of the borderlines of coastal administrative regions.

2. Extreme borderline of coastal landscapes determined by the influence of the Caspian sea.

3. Extreme borderline of coastal area, where formation and development of the economy go on under the influence of natural-resource potentiality of the sea.

This or that approach may be used to solve definite problem depending on their solution. In the first case borderlines of coastal regions are exactly showed and this simplifies gathering and processing of important information (area of the region, population, volume of produced goods, volume of ejected harmful substances, etc.). In the second and third cases the borderlines of coastal regions carry conditioned character and may change depending on intensity of natural processes (for example, water fluctuation) and anthropogenic activity ( creation of terminals, oil and gas pipelines, etc,.)

To substantially reflect the notion of “coastal regions” and to determine their borderlines, we may consider generalized line on the basis of marking out landscape borderlines and coastal zones’ economy. The only inadequacy of this method is space and time changes of the borderlines that may complicate problem of revealing regularities of coastal regions development. Thus the more spread method is usage of net of administrative regions of coastal zones.  

3.1 Territory and population of coastal regions

Coastal regions of Azerbaijan stretch 955 km long from north to south along the coast of the Caspian sea. We should mention that extension of Azerbaijan coast lines differs in size (for example, the report of UNODP for 2003 reflects 713 km, in some reports of СЕР 800 or 825 km, etc.). It goes without saying that change of coast line is a natural process. Such difference of the indexes creates doubts on reliability of information. 

The following administrative regions have direct exit to the sea: Khachmaz, Devechi, Siyezen, Kayzy, Absheron, Salyan, Neftchala, Masally, Lenkaran and Astara.

General area of those regions is 13.02 000 km2, that is 15% of all  the territory of the republic. Absheron region has the largest area, among them (table 1). Neftchala, the farthest borderline of administrative district is located 65 km far from the coast line, south of Absheron district is the nearest one, 5-6 km far.

The largest stretching of coast line is in Absheron region (310 km) and the smallest is in Salyan region (19 km).  Peculiarities of natural-geographical conditions determined different degrees of assimilation of coastal zones and character of people settlement. Population lived here in 1999 comprised 3.9 million persons (49.8% of population of the republic), while in 2005 this number comprised 4734.4 persons (58.7% of population of the republic).

Weight  of population able to work increased in recent years in all the country and coastal regions. In 2001 this weight comprised 55% in Caspian coastal region and in 2005 it raised by 59.6%. Weight of men in gender and age classification dominates among 5-19 ages, while weight of women is higher in rest of classification (picture 1). This disproportion can be clearly seen in northern and southern regions that is related with labor migration abroad the country.

Natural growth of population play important role in change of demographic situation. Despite lessening of fertility growth of population is considered to be higher of average index in the world. Coefficient of death factor among babies and all population enters definite correctives in change of population.  

The highest indexes of coefficient of death factor, i. e. 12.1-18.8 on 1000 born babies fall on Khyzy and Sumgait (picture 2). The situation is explained by poor medical service and inadequate condition of the environment (in Sumgait). General death factor (6.1-8.3 on 1000 persons) is observed in northern and southern regions. (picture 3)Relative population growth is observed in Astara, Devechi and Siyezen thanks to high level of fertility, where population growth differs among 12.1-18.2 on 1000 persons(picture 4).

Coastal regions differ for degree of settlement and density of population. Absheron remains to be the most densely territory not only among the coastal regions, but in all the country. Continuous growth of population happens in the result of  mechanical flow of people. According to non-professional data population of Baku agglomeration is about 3 million people.

The maximal density of population is in Sumgait with index of 3656 persons/per km2. The minimal density is in Khyzy (8 persons/km2) and Devechi (45 persons/km2). Masally region is the more densely settled administrative region with density of 257 persons/km2. average density in coastal regions is 493 persons/km2. Without Absheron region, average density of population is 100 persons/km2.  

Improvement of macroeconomic situation is clearly seen in coastal regions of the republic. Maximum weight of GDP per person is in Absheron, where this index hesitates between $2000-5250  (picture 5). Siyazan is the second one in this rate with the index more than $1200. This condition is related with exploitation of large poultry farm complex of “Siyazanbroyler”. Salyan, Khyzy, Devechi and Khachmaz regions share GDP of $500-1000 per person. The lowest index of $100-500 of GDP per a person is in south regions (Masally, Lankaran and Absheron). Despite favorable natural conditions and large potentiality of resources (land, recreation, forest, fish) they are not properly exploited.  Prerequisites help to develop specializations in different direction (subtropical economy, rice cultivation, fish hunting, recreation economy, goods of vegetable and garden production, tin industry, etc.). Low index in this sphere is related with quantity of population in this regions.    

3.2 Coastal region directly dated for the Sea 
Coastal zone directly joined to the sea has small width within 5-10 km. Different from administrative regions habitation and separation of population in coastal regions carries out nidal character. On more than 900 km long coastal line stations some big settlements (Baku, Sumgait, Primorsk, Lankaran and Astara). There is no important settlements on the coast in some administrative regions (Siyazan, Khyzy and Devechi). Despite abovementioned cities insignificant quantity of population lives on southern part of the coast.

Positive changes in social and economic situation are related with realization of strategy on creation of new working places and lessening quantity of unemployed in the country. More than 260 000 new vacations were opened in the republic during 2003-2005. 56536 vacations were created in coastal regions that makes 21.5% of index of all the republic. Significant part of vacations-25550 or 62.2% from opened coastal regions, is shared by Absheron region (picture 6).

Creation of new vacancies carries both permanent and temporary character. 40381 or 71.4% of vacations created in coastal regions refer to permanent works. This index is higher in Absheron - 98%. High index showing permanently opened vacations also attracts some interest (4310 vacations). Quantity  of temporary vacations prevails over permanent places in all other coastal regions except Absheron and Siyazan. General amount of permanent vacations is 6344 in all coastal region except Absheron and Astara, it is a bit more than only Astara region.    

Opening of new production objects and gradual extension of scales of exploitation of coastal regions’resources directly reflect on main social and economic indexes of their development which are shown in table 4.  

Thanks to high quantity of population in Baku and Sumgait more than 65% of people settled in coastal administrative regions focused in coastal region, thus density of population is higher in coastal zone of Absheron region, where this index comprises 1500 persons/km2. Minimum density is characterized in Khyzy and Devechi - 20-30 persons/km2.

Oil economy and complex of services: recreation, transport and fish economies are traditionally developed in coastal regions. All these spheres are presented in the coast of Absheron while only one or two directions of specialization are developed in other zones of the coast.

Development of oil economy and spheres of service connected with it creates new opportunities to find places for labor. This fact is related not only with Baku but also other settlements around it. Employment of population improved the conditions in Primorsk-Sangachal parts of the coast.

Taking into consideration gradual sharpening of control over fishing of valuable fishes perspectives of development of this sphere is low. Large unrealized natural potentiality of coastal regions conditions their attractiveness for development of recreation economy. Positive improvements are noticed in Absheron peninsula, Yalama-Nabran zone and Lankaran zone in this sphere. But ecological problems related with the development of recreation lack of attention. Ecological condition of the environment is still unsatisfied in comfortable resorts of Absheron and Nabran seaside. Uncleared flows  increased and the ecological condition of Absheron so sharpened that the Ministry of Health of the republic warned  about danger of bathing in the sea in June 2006. The reason of that warning was high concentration of colon bacillus in coastal waters.        

3.3 Ecological results of human’s economical activity in coastal region
Intensive anthropogenic activity on Absheron negatively influences natural processes. Scaled impressment of shell rock and sand directly from coastal zone conditioned transgression of the sea and growth of levels of underground waters. In majority  parts the cost lacks shell rock and causes washing away, soiling and waterlogging of coastal zone. Taking of lime and sand directly from the coastal line in series of years conditioned transgression of the sea and increase of subsoil waters. In some places the cost lacks of lime that brings to watering, dimming and flooding of coastal zone. Now there is strong observation over non-sanctioned taking of lime and sand form coastal zone.           

Growth of population naturally increases the volume of domestic wastes. This problem is particularly shown in Absheron and recreation zones, such as Nabran and Lenkeran-Astara region. Dump of domestic wastes used in Absheron  (in Balakhany and Axtarma) can not fight against created mass of wastes. The government plans to build two waste processing plants in Surakhany and Balakhany in order to struggle against this problem.

Taking into consideration semi functional capabilities of economical development of coastal  regions there is a conflict of development of different kinds of the economy in Absheron. We may generally see confrontation of oil industry, fishing and recreation sectors of the economy.  
Negative points are observed in pollution of the atmosphere. In comparison with 1999 the mass of harmful pollutions in the atmosphere in Azerbaijan increased by nearly 2 times and reached 1 million tons. Significant part of the blowouts shared by cars, the amount of which raised in Baku. Thus the ecological condition in the Capital compounded. 

National parks and protected territories play particular role in protection of natural environment of the coastal region. There are 3 National park (Absheron, Shirvan and Baku city boulevard), a state reserve (Gyzylagaj) and a temporary reserve (Bandovan) on Azerbaijan coast. “Ecopark” project realised under the support of Germanic Technical Cooperation (GTZ) was presented in Sumgait. 3.2 hectare land allocated by “Ekopark” organization in Sumgait coastal zone. Such kind of park is created in the republic for the first time.   

Natural processes on coastal zones have influence on sharpening of the ecological situation. Flood of settlements around delta of Kur in Salyan and Neftchala became frequent in recent years. This fact is related both with growth of volume of river waters and settling of river bed. Necessary complex of measures was implemented by corresponding ministries for preventing from sharpening of sanitary-epidemiological condition. Newly established ministry of on Extreme Situations took active part in this work, together with the Ministry of Health. We know that flood zone creates risk for extension of different epidemics, particularly malaria. Realised national program on decrease of those ill with malaria lessened in 1999-2003 by 10 times. But annual flooding of delta zone of Kur increases the risk of malaria and other infections. Works on deepening the bed of Kura implemented during two years should be extended.       

Ecological condition of Kur bothers population of the republic. Majority of Baku population use drinking water of Kur. High pollution of river waters demand its multiply clearing and this process find its reflection in the quality of used water. One of the ways of struggling with this situation is to build water pipelines from Oguz-Gabala regions.
Ecological results in fluctuation of the Caspian sea and economical activity of a human being can be hardly evaluated as approach to evaluation of production objects and social infrastructure greatly differ. Evaluation of social damage to population and transformation of natural system is harder.  
4. Strategy of future development of coastal regions

Insularity of Caspian waters conditions on taking into account natural processes (regime of fluctuation and river flowing, tectonic processes etc.) and scale of anthropogenic activity over all the perimeter of the sea. Non agreement in  approaches in assimilation of the resources and habitation of coastal regions may cause degradation of efforts of separate states in realization of concrete programs of the regional development.

Non-equal degree of assimilation of coastal regions of Azerbaijan in the national level actualize the problem of fuller utilization of the resources not yet attracted into the economy. It is important to held research on scientifically based evaluation of natural-resource potential of coastal zones. Most of the reports usually use surface description of existed resources that does not give presentation about economic expediency of their usage.

Gathering of population, industry and spheres of services in Absheron conditions special importance of the regional planning abroad the frames of this region. Yalama-Nabran and Lankaran-Astara areas of coastal waters are the poles of growth in this respect, where recreation industry becomes the leading sphere. The government matures plan on reorganization of recreation zones  in Bilga-Zagulba area on Absheron coast. At the same time recreation potential of islands (Pirallahy, Chilov, Nargin, etc.) remain practically unused. There is information about that there are the international companies on Nargin and Pirallahy islands. Organization of marine cruises on those islands and along the coast in the direction of Yalama-Nabran and Lankaran-Astara will be appropriate. 
Statistics of incomings from tourism to state budget of the republic hs growing tendency. The index comprised $51 million in 2002 and $77 million  in 2005. More than 1.4 million tourists visited Azerbaijan in the first half of 2006.Taking into consideration growing importance of this sphere of the economy the government of the state works on State Program on development of tourism in Azerbaijan for 2007-2016, the main attention here is paid to usage of recreation potentiality of coastal regions. 
Separate success can be noticed in the direction of perfecting of energetic systems. Module power stations in Sangachal will be exploited in some regions of the republic. Alternative power resources- solar and wind resources are still unused despite all. 

Continuity of sunny days in Azerbaijan comprises 3.2 thousand  hours a year. Majority of that endless solar power is shared by semi-deserts and steppes of coastal regions. Together with solar energy Absheron peninsula differs for usage of wind energy. According to the specialists, technical potentiality of solar energy in this region comprises 3 thousand megawatts. Under the support of the European Bank of Reconstruction and Development the Ministry of Industry and Energy of the Republic works on project of evaluation of resources of renewable resources of energy at the  beginning of 2006. Usage of solar and wind energies will solve the problems of power supply on one hand and lessen the ecological tenderness of the region on the other hand.

Worked out working out Programs on restoration of spoiled lands, their recultivation and clearance of Baku bay, will play positive role in improvement of ecological condition of Absheron region. That it help to restore industrial circulation of some thousands of hectares of soils polluted by oil and will help to improve the condition of city boulevard. 

Allotation of means for solution of problems of nature’s security is possible thanks to growth of profitable part of the budget. Today’s financing of protection of environment, health protection, science and education is not enough. For example, weight of ecology and health protection in GDP comprises respectively 0.3 and 0.8%. Together with importance to grow state means, it is necessary to find out ways how to encourage private sector to finance this sphere. It is possible to use the experience of foreign countries where private companies, taking active part in this process are given tax facilities.
GDP is expected to grow by 4 times in Azerbaijan in near 20 years and expected to reach $18 billion till the end of 2006 and $70 billion  till 2025. This condition is favorable for large scaled projects in the regions of the republic. This mainly relates to construction of new transport and communication lines.   

Perspectives of development of railway transportations in the region mainly relate with construction of Kars-Akhalkalak-Tbilisi railway line which joined railways of Turkey, Georgia and Azerbaijan, as well as Gazvin-Resht-Astara. This line should be the main transport corridor North-South which will supply transit of large loads from Europe to the countries of Persian gulf. Perspective volumes of load circulation in this direction are evaluated in 20 million tons a year. All the load will be carried by railway Astara-Yalama, which thoroughly laid along the coast of the sea. 

Thorough attraction of potentiality of natural resource in the economy and development of transport infrastructure and sequential toughening of environmental demands will be basic conditions for future social and economic development of Caspian coastal regions.    

SUMMARY AND CONCLUSION
Place and time changes of natural environment and social and economic development of territorial systems go on under the influence of internal and external processes happening in the environment. Revelation of characters of those processes gives opportunity to forecast further change of the condition where human lives. In correspondence to that, preparation of the sceneries of programs on social and economic development of regions on local, republican and regional levels carries definite importance. Special attention should be paid to problems of rational usage of natural resources and protection of the environment taking into account ecological tenderness of Caspian environment. This problem mostly troubles the public. Despite positive improvements in this direction the situation can’t be considered satisfies.
List of abbreviations

IMF- International Monetary Fund

GDP- Gross Domestic Product
CEP –Caspian Environment Program
GEF- Global Ecological Fund

CE-Council of Europe

CZDSEI-Caspian Zone of Direct Social and Economic Influence

CEZ-Caspian Economic Zone

CITSURD-Convention on international trade with sorts under risk of disappearance

EEI-Evaluation of Environmental Influence

EBRD-European Banks of Reconstruction and Development

PCE-Program of Caspian Ecology

PTANIS-Program of technical assistance to new independent states

TRACECA-Transport Corridor Europe-Caucasus-Asia 

UN - United Nations Organization

UNDP-United Nations Development Program

UNPF-UN Population Fund 

UNESCO- Unite Nations Organisation on Education, Science and Culture

UNEP- UN Environment Program

NPAPE-National Plan of Action on Protection of the Environment

Fitch Ratings – International Rating Agency
SOCAR - State Oil Fund of Azerbaijan Republic
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